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A BILL TO BE ENTITLED
AN ACT
relating to a Texas community investment program to assist certain
businesses in distressed areas of the state.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Chapter 2306, Government Code, is amended by
adding Subchapter EE to read as follows:

SUBCHAPTER EE. TEXAS COMMUNITY INVESTMENT PROGRAM

Sec. 2306.701. DEFINITIONS. In this subchapter:

(1) "Community development investor" means a federally

certified community development financial institution or multi-bank

community development corporation.

(2) "Multi-bank community development corporation"

means a corporation organized to provide community development

funds to businesses thét employ low and moderate income persons by

investing in .and making loans to disadvantaged businesses located

in distressed areas of the state.

(3) "Program" means the community investment program

established under this subchapter.

Sec. 2306.702. COMMUNITY INVESTMENT PROGRAM. (a)

Notwithstanding any other law, the department shall establish a

community investment program in which the department makes grants

or interest-free loans to or purchases stock of community

development investors that use the money to make loans to or invest

in businesses that are located in distressed areas of the state and
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that cannot qualify for conventional bank loans.

(b) The department shall determine the eligibility of a

community development investor to participate in the program and

may set a limit on the number of eligible community development

investors that may participate in the program.

(c) A community development investor is eligible to

participate in the program if the community development investor

has raised at least $400,000 in private investments to make loans

or investments described by Subsection (aj.

(d) To participate in the program, an eligible community

development investor must enter into a participation agreement with

the department that sets out the terms and conditions under which

the department will make a grant or loan to or purchase stock of

the community development investor.

Sec. 2306.703. RULEMAKING AUTHORITY. The department shall

adopt rules relating to the implementation of the program and any

other rules necessary to accomplish the purposes of this

subchapter.

Sec. 2306.704. APPLICATION. (a) An eligible community

development investor may file a grant or loan application with the

department in a form approved by the department. The application

must include a plan of investment that includes the type and number

of businesses to which the community development investor plans to

make a loan or in which the community development investor plans to

invest using money from the program.

(b) The director shall act on a completed application not

later than the 30th day after the date on which the application is
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filed with the department.

Sec. 2306.705. USE OF MONEY. (a) Not later than the last

day of the 18th month after the month in which a community

development investor receives a grant or loan from the department,

the community development investor shall use the money, or commit

the money to be used, to make loans to or equity investments in

businesses that are located in distressed areas of the state and

that cannot qualify for conventional loans. Not later than the

10th day after the expiration of this 18-month period, the

community development investor shall return to the department any

amount of the grant or loan from the department not used as

required by this subsection.

(b) A community development investor that has losses of more

than 25 percent on loans or investments made with money received

under the program shall:

(1) return all unencumbered money received under the

program to the department; and

(2) deliver to the director all of the documentation

and related instruments concerning loans and investments made with

money received under the program.

Sec. 2306.706. ELIGIBLE INVESTMENTS. (a) Each community

development investor participating in the program shall establish

an investment committee to approve loan or investment requests made

by businesses. Each investment committee must have at least five

members, at least 30 percent of whom must be bankers and at least

30 percent of whom must be representatives of the community.

(b) A community development investor may use money received
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under the program to make a loan or investment only if the loan or

investment is approved by the investment committee.

(c) A loan made by a community development investor may be a

subordinated debt.

(d) A community development investor shall use at least 60

percent of the amounts received under the program for loans to or

investments in businesses that have existed for at least one vyear

before the date on which the loan or investment is made.

Sec. 2306.707. COLLABORATIVE EFFORT. A community

development investor may make a loan or investment under the

program with one or more financial institutions through

partnerships or joint investments.

Sec. 2306.708. LIMITATIONS RELATING TO LOANS. (a) The

maximum amount that a community development investor may loan to a

single business under the program is:

(1) $200,000 if all of the loan to the business is

direct; or

(2) $100,000 if any of the business's debt to the

community development investor is subordinated to a bank or other

entity.

(b)) The maximum term of the loan is 15 years.

Sec. 2306.709. LIMITATIONS RELATING TO EQUITY INVESTMENTS.

(a) The maximum equity investment that a community development

investor may make in a single business under the program is

$50,000.

(b) The maximum term of the investment is seven years.

(c) The maximum amount of ownership that a community
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development investor may acquire in a business is 50 percent of the

business's equity.

Sec. 2306.710. OWNERSHIP OF INCOME. All income received on

a loan or investment made with money received under the program is

the property of the community development investor that makes the

loan or investment.

Sec. 2306.711. SEMIANNUAL REPORT. (a) Not later than the

30th day after the expiration of each six-month period for which

there is a participation agreement in efféct between the department

and a community development investor, the community development

investor shall submit a report to the director that states in

detail the status of each investment or loan made under the

program.
(b) The report must be in a form prescribed by the

department and must contain all information required by the

department as part of the community development investor's

participation agreement.

Sec. 2306.712. ANNUAL AUDIT. The participation agreement

entered into between the community development investor and the

department must provide for an annual audit of all money received

by the community development investor under the program. The board

shall adopt rules relating to the format of the audit, including

rules allowing not more than $5,000 of the amount received by the

community development investor under the program to be used to

finance the audit.

SECTION 2. This Act takes effect September 1, 1999.

SECTION 3. The importance of this 1legislation and the
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crowded condition of the calendars in both houses create an
emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several

days in each house be suspended, and this rule is hereby suspended.
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HOUSE
COMMITTEE REPORT

1%t Printing

By Greenberg, Coleman, Giddings, Siebert, H.B. No. 64
Solis of Cameron, et al.

Substitute the following for H.B. No. 64:

By Solis of Cameron C.S.H.B. No. 64

A BILL TO BE ENTITLED
AN ACT
relating to a Texas community investment program to assist certain
businesses in distressed areas of the state.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Chapter 481, Government Code, 1is amended by
adding Subchapter Q to read as follows:

SUBCHAPTER Q. TEXAS COMMUNITY INVESTMENT PROGRAM

Sec. 481.221. DEFINITIONS. In this subchapter:

(1) "Community development investor" means a federally

certified community development financial institution or multibank

community development corporation.

(2) "Multibank community development corporation"”

means a corporation organized to provide community development

funds to businesses that employ low and moderate income persons by

investing in and making loans to disadvantaged businesses located

in distressed areas of the state.

(3) "Program" means the community investment program

established under this subchapter.

Sec. 481.222. COMMUNITY INVESTMENT PROGRAM. (a)

Notwithstanding any other law, the department shall establish a

community investment program in which the department makes grants

or interest-free loans to or purchases stock of community

development investors that use the money to make loans to or invest

in businesses that are located in distressed areas of the state and
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that cannot qualify for conventional bank loans.

(b) The department shall determine the eligibility of a

community development investor to participate in the program and

may set a limit on the number of eligible community development

investors that may participate in the program.

(c) A community development investor is eligible to

participate in the program if the community development investor

has raised at least $400,000 in private investments to make loans

or investments described by Subsection (a).

(d) To participate in the program, an eligible community

development investor must enter into a participation agreement with

the department that sets out the terms and conditions under which

the department will make a grant or loan to or purchase stock of

the community development investor.

Sec. 481.223. RULEMAKING AUTHORITY. The governing board

shall adopt rules relating to the implementation of the program and

any other rules necessary to accomplish the purposes of this

subchapter.

Sec. 481.224. APPLICATION. (a) An eligible community

development investor may file a grant or loan application with the

department in a form approved by the department. The application

must include a plan of investment that includes the type and number

of businesses to which the community development investor plans to

make a loan or in which the community development investor plans to

invest using money from the program.

(b) The executive director shall act on a completed

application not later than the 30th day after the date on which the
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application is filed with the department.

Sec. 481.225. USE OF MONEY. (a) Not later than the last

day of the 18th month after the month in which a community

development investor receives a grant or loan from the department,

the community development investor shall use the money, or commit

the money to be used, to make loans to or equity investments in

businesses that are 1ocated in distressed areas of the state and

that cannot qualify for conventional loans. Not later than the

10th day after the expiration of thisgs 18-month period, the

community development investor shall return to the department any

amount of the grant or 1loan from the department not used as

required by this subsection.

(b) A community development investor that has losses of more

than 25 percent on loans or investments made with money received

under the program shall:

(1) return all unencumbered money received under the

program to the department; and

(2) deliver to the executive director all of the

documentation and related instruments concerning 1loans and

investments made with money received under the program.

Sec. 481.226. ELIGIBLE INVESTMENTS. (a) Each community

development investor participating in the program shall establish

an investment committee to approve loan or investment requests made

by businesses. Each investment committee must have at least five

members, at least 30 percent of whom must be bankers and at least

30 percent of whom must be representatives of the community.

(b) A community development investor may use money received
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under the program to make a loan or investment only if the loan or

investment is approved by the investment committee.

(c) A loan made by a community development investor may be a

subordinated debt.

(d) A community development investor shall use at least 60

percent of the amounts received under the program for loans to or

investments in businesses that have existed for at least one vyear

before the date on which the loan or investment is made.

Sec. 481.227. COLLABORATIVE EFFORT. A community development

investor may make a loan or investment under the program with one

or more financial institutions through partnerships or joint

investments.

Sec. 481.228. LIMITATIONS RELATING TO LOANS. (a) The

maximum amount that a community development investor may loan to a

single business under the program is:

(1) $200,000 if all of the loan to the business is

direct; or

(2) $100,000 if any of the business's debt to the

community development investor is subordinated to a bank or other

entity.

(b) The maximum term of the loan is 15 years.

Sec. 481.229. EIMITATIONS RELATING TO EQUITY INVESTMENTS.

(a) The maximum equity investment that a community development

investor may make in a single business under the program is

$50,000.

({b) The maximum term of the investment is seven years.

(c) The maximum amount of ownership that a community
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development investor may acquire in a business is 50 percent of the

business's equity.

Sec. 481.230. OWNERSHIP OF INCOME. All income received on a

loan or investment made with money received under the program is

the property of the community development investor that makes the

loan or investment.

Sec. 481.231. SEMIANNUAL REPORT. (a) Not later than the

30th day after the expiration of each six-month period for which

there is a participation agreement in effect between the department

and a community development investor, the community development

investor shall submit a report to the executive director that

states in detail the status of each investment or loan made under

the program.

{b) The report must be in a form prescribed by the

department and must contain all information required by the

department as part of the community development investor's

participation agreement.

Sec. 481.232, ANNUAL AUDIT. The participation agreement

entered into between the community development investor and the

department must provide for an annual audit of all money received

Aby the community development investor under the program. The

governing board shall adopt rules relating to the format of the

audit, including rules allowing not more than $5,000 of the amount

received by the community development investor under the program to

be used to finance the audit.

SECTION 2. This Act does not make an appropriation. The

Texas Department of Economic Development must establish the
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community investment program under Subchapter Q, Chapter 481,
Government Code, if money is specifically appropriated to fund that
program.,

SECTION 3. This Act takes effect September 1, 1999.

SECTION 4. The importance of this 1legislation and the
crowded condition of the calendars in both houses create an
emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several

days in each house be suspended, and this rule is hereby suspended.



COMMITTEE REPORT

The Honorable James E. "Pete" Laney 15,1999
Speaker of the House of Representatives (date)

Sir:

We, your COMMITTEE ON ECONOMIC DEVELOPMENT

to whom was referred H B Lo L" have had the same under consideration and beg to report

back with the recommendation that it

( ) do pass, without amendment.
( ) do pass, with amendment(s).
(v do pass and be not printed; a Complete Committee Substitute is recommended in lieu of the original measure.

(Vfyes ( )no A fiscal nqte was requested.

() yes (vf no A criminal justice policy impact statement was requested.

( ) yes (V4 no An equalized educational funding impact statement was requested.

() yes (»/f no An actuarial analysis was requested.

() yes (./f no A water development policy impact statement was requested.

() yes (V{ no A tax equity note was requested.

( ) The Committee recommends that this measure be sent to the Committee on Local and Consent Calendars.
For Senate Measures: House Sponsor

Joint Sponsors: / / /

Co-Sponsors:

The measure was reported from Committee by the following vote:

AYE NAY PNV ABSENT
Solis, Chair v
Van de Putte, Vice-chair /
Deshotel v
Homer \/
Keffer /

McClendon

Luna /
v

Seaman

NN

Yarbrough

Total U /
—¥  aye
__L nay /
D _ CW
present, not voting

absent

A\
%




BILL ANALYSIS

Office of House Bill Analysis C.S.H.B. 64
By: Greenberg

Economic Development

3/17/1999

Committee Report (Substituted)

BACKGROUND AND PURPOSE

Multi-bank Community Development Corporations (CDCs) and Community Development Financial
Institutions (CDFIs) make loans to small minority-owned businesses, generally in economically
depressed areas, as an investment intended to spur economic growth in those communities. It can
be difficult to obtain funds for such programs since there is a greater measure of risk involved in this
type of investment. State funding will enable CDCs and CDFIs to leverage private and federal
funding through matching grants.

C.S.H.B. 64 makes more funding available to CDCs and CDFIs by creating a revolving loan fund
administered by the Texas Department of Economic Development. This bill provides that the Texas
Department of Economic Development must establish the community investment program under
Subchapter Q, Chapter 481, Government Code, if money is specifically appropriated to fund that
program.

RULEMAKING AUTHORITY

It is the opinion of the Office of House Bill Analysis that this bill expressly delegates rulemaking
authority to the Texas Department of Economic Development in SECTION 1 (Sections 481.223 and
481.232, Government Code) of this bill.

SECTION BY SECTION ANALYSIS

SECTION 1. Amends Chapter 481, Government Code, to add Subchapterv Q, as follows:
SUBCHAPTER Q. TEXAS COMMUNITY INVESTMENT PROGRAM

Sec. 481.221 (1) Defines “community development investor” (investor) as a federally
certified community development financial institution or multi-bank community development
corporation.

(2) Defines “multi-bank community development corporation” as a corporation organized
to provide community development funds to businesses that employ low and moderate
income persons by investing in and making loans to disadvantaged businesses located in
distressed areas of the state.

(3) Defines “program” as the community investment program established under this
subchapter.

Sec.481.222. COMMUNITY INVESTMENT PROGRAM. Requires the Texas Department
of Economic Development (department) to establish a community investment program
through grants or interest-free loans to or stock purchases of investors, who in turn make
loans to or invest in businesses located in distressed areas of the state and are unable to
qualify for conventional bank loans. Requires the department to determine the eligibility of
an investor. Authorizes the department to set a limit on the number of investors that may
participate in the program. Sets forth that an investor is eligible to participate in the program
after the investor raises at least $400,000 in private investments and enters into an agreement
with the department setting out the terms and conditions of participation.

HBA-KMH C.S.HB. 64 76(R) Page 1 of 3




Sec. 481.223. RULEMAKING AUTHORITY. Requires the governing board of the
department (board) to adopt rules relating to the implementation of the program and any
other rules necessary to accomplish the purposes of this subchapter.

Sec. 481.224. APPLICATION. Authorizes eligible investors to apply for grants or loans
using a form approved by the department. Specifies that the application must include a plan
of investment which includes the type and number of businesses to which the investor plans
to make a loan or in which the investor plans to invest. Requires the executive director of the
department (director) to act upon a completed application within 30 days of its filing with the
department.

Sec. 481.225. USE OF MONEY. Requires investors to use money received under the
program within 18 months of receipt, commit the money to be used in conformance with the
program, or return any amount not used, as required by this subsection, within 10 days
following the 18-month deadline. Requires an investor who sustains losses greater than 25
percent under the program to return all money not already loaned or promised and deliver to
the director all instruments related to the loans and investments made under the program.

Sec. 481.226. ELIGIBLE INVESTMENTS. Requires each investor to establish an
investment committee to give approval of requests made by businesses for use of funds under
the program. Requires an investment committee to have at least five members of which at
least 30 percent must be bankers and 30 percent representatives of the community. Requires
an investor to use at least 60 percent of the amounts received under the program for loans or
investments in businesses that have existed for at least one year prior to the date of the loan
or investment.

Sec. 481.227. COLLABORATIVE EFFORT. Authorizes an investor to participate in the
program through partnerships or joint investments with one or more financial institutions.

Sec. 481.228. LIMITATIONS RELATING TO LOANS. Authorizes investors under the
program to limit loans made to a single business to $200,000 or less, if the entire loan is
made directly to the business, and is $100,000 or less, if any portion of the loan is
subordinate to another entity. Authorizes investors to limit the term of the loan to 15 years
or less.

Sec. 481.229. LIMITATIONS RELATING TO EQUITY INVESTMENTS. Authorizes
an investor under the program to limit equity investments made to a single business to
$50,000 or less, a maximum term of no greater than seven years, and the investor’s maximum
ownership to 50 percent of the business’s equity.

Sec. 481.230. OWNERSHIP OF INCOME. Provides that all income received on loans and
investments under the program is the property of the investor that makes the loan or
investment.

Sec. 481.231. SEMIANNUAL REPORT. Requires an investor to submit a report to the
director not later than 30 days after the expiration of each six-month period for which there
is a participation agreement, which states in detail the status of each investment or loan made
under the program. Provides that the report must be in a form prescribed by the department
and contain all required information.

Sec. 481.232. ANNUAL AUDIT. Specifies that the participation agreement must provide
for an annual audit of all money received by the investor under the program. Requires the
board to adopt rules relating to the format of the audit, including a limitation on investors
from using more than $5,000 of the money received under the program to finance the audit.

SECTION 2. Sets forth that this Act does not make an appropriation. Provides that the Texas
Department of Economic Development must establish the community investment program under
Subchapter Q, Chapter 481, Government Code, if money is specifically appropriated to fund that
program.
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SECTION 3. Effective date: September 1, 1999.
SECTION 4. Emergency clause.

COMPARISON OF ORIGINAL TO SUBSTITUTE

C.S.H.B. 64 places the community investment program created by the original bill in Subchapter Q,
Chapter 481, Government Code, rather than Subchapter EE, Chapter 2306, Government Code. The
substitute redesignates, in SECTION 1, Sections 2306.701 through 2306.712, of the original, to
Sections 481.221 through 481.232. Makes a nonsubstantive change in new Section 481.224(b)
(Section 2306.704(b) of the original bill).

The substitute, in SECTION 2, provides that the Texas Department of Economic Development must
establish the community investment program under Subchapter Q, Chapter 481, Government Code,
if money is specifically appropriated to fund that program. The substitute also redesignates
SECTIONS 2 and 3 of the original to SECTIONS 3 and 4.

HBA-KMH C.S.H.B. 64 76(R) Page 3 of 3




SUMMARY OF COMMITTEE ACTION
HB 64

March 1, 1999 10:30AM or upon adjournment
Considered in public hearing

Committee substitute considered in committee
Testimony taken in committee

Left pending in committee

March 15, 1999 1:30PM

Considered in public hearing

Committee substitute considered in committee
Reported favorably as substituted




HB 64

WITNESS LIST

HOUSE COMMITTEE REPORT
Economic Development Committee

March 1,

1999

10:30AM or upon adijournment

For:

On:

Coulter, Susan (Self)

Gonzalez, Gilbert (Self)

Hunter, Dolores (Self)

Israel, Celia (Self and TAMACC - TX Association of
Mexican American Chambers of Commerce)

Kuenstler, Douglas (Self)

McManigle, Rick (Greater Austin Chamber of Commerce)
Ogbodiegwu, Ben (Push-Up Foundations, Inc.)

Pinkus, David (Small Business United of Texas & Texas
Capital Access Forum)

Stokes, Steve (Self and Central Texas Credit Coalition)
Villegas, Dan (Self)

Weisz, Margo (Self and Austin Community Development
Corp.)

Peinado, Elena (Texas Department of Housing & Community
Affairs)

Pinkley, Craig (Texas Department of Economic
Development)




LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 76th Regular Session
March 23, 1999
TO: Honorable Jim Solis, Chair, House Committee on Economic Development
FROM: John Keel, Director, Legislative Budget Board
IN RE: HB64 by Greenberg (relating to a Texas community investment program to assist

certain businesses in distressed areas of the state), Committee Report 1st House,
Substituted

Estimated Two-year Net Impact to General Revenue Related Funds for HB64, Committee
Report 1st House, Substituted: negative impact of $(5,000,000) through the biennium ending
August 31, 2001.

The bill would make no appropriation but could provide the legal basis for an appropriation of
funds to implement the provisions of the bill.

All Funds, Five-Year Impact:

Fiscal Year Probable Savings/(Cost) from
General Revenue Fund
0001
2000 $ (2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

Fiscal Analysis

The bill amends Chapter 481 of the Government Code by adding Subchapter Q which
would require the Department of Economic Development to establish a community
investment program in which the department makes grants or interest-free loans to or
purchases stock of community development investors. These community development
investors would make loans to or invest in businesses located in distressed areas of the
state that could not otherwise qualify for conventional bank loans. The bill establishes
guidelines for the program and rule-making authority for the department. The bill also
requires community development investors to submit a report to the director which details
the status of each investment or loan made under the program. In addition, the bill
provides for an annual audit of all amounts awarded to the community development
investors.

The bill would take effect September 1, 1999.
Methodology

This analysis assumes that administrative costs relating to the development,
implementation, and monitoring of this program would be absorbed by the department.
In order to implement the program on a statewide basis, the department estimates that
$2.5 million per year in general revenue would be required to make loans to and
investments in community development investors in distressed areas of the state.

-
{
-



Local Government Impact

No significant fiscal implication to units of local government is anticipated. As
businesses in distressed areas become established and multiply, local governments may
experience increased property and sales tax revenue related to the corresponding growth.

Source Agencies: 480 Department of Economic Development
LBB Staff: JK, TH, RT, MW



LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 76th Regular Session
March 1, 1999
TO: Honorable Jim Solis, Chair, House Committee on Economic Development
FROM: John Keel, Director, Legislative Budget Board

IN RE: HB64 by Greenberg (Relating to a Texas community investment program to assist
certain businesses in distressed areas of the state), As Introduced

Estimated Two-year Net Impact to General Revenue Related Funds for HB64, As
Introduced: negative impact of $(5,000,000) through the biennium ending August 31, 2001.

The bill would make no appropriation but could provide the legal basis for an appropriation of
funds to implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Fiscal Year Probable Net Positive/(Negative)
Impact to General Revenue Related
Funds
2000 $(2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

All Funds, Five-Year Impact:

Fiscal Year Probable Savings/(Cost) from
General Revenue Fund
0001
2000 $ (2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

Fiscal Analysis

The bill amends Chapter 2306 of the Government Code by adding Subchapter EE which
would require the Department of Housing and Community Affairs to establish a
community investment program in which the department makes grants or interest-free
loans to or purchases stock of community development investors. These community
development investors would make loans to or invest in businesses located in distressed
areas of the state that could not otherwise qualify for conventional bank loans. The bill
establishes guidelines for the program and rule-making authority for the department. The
bill also requires community development investors to submit a report to the director
which details the status of each investment or loan made under the program. In addition,
the bill provides for an annual audit of all amounts awarded to the community
development investors.

The bill would take effect September 1, 1999.

Methodology

<
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This analysis assumes that administrative costs relating to the development,
implementation, and monitoring of this program would be absorbed by the department.
In order to implement the program on a statewide basis, the department estimates that
$2.5 million per year in general revenue would be required to make loans to and
investments in community development investors in distressed areas of the state.

Local Government Impact

No significant fiscal implication to units of local government is anticipated. As
businesses in distressed areas become established and multiply, local governments may

experience increased property and sales tax revenue related to the corresponding growth.

Source Agencies: 480 Department of Economic Development, 332 Department of Housing
and Community Affairs
LBB Staff: JK, TH, RT, MW
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By %ﬂ/l%\, Aliaa C.S.&B. No. Lo

A BILL TO BE ENTITLED
AN ACT
relating to a Texas community investment program to assist certain
businesses in distressed areas of the state.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Chapter 481, Government Code, 1is amended by
adding Subchapter Q to read as follows:

SUBCHAPTER Q. TEXAS COMMUNITY INVESTMENT PROGRAM

Sec. 481.221. DEFINITIONS. In this subchapter:

(1) "Community development investor" means a federally

certified community development financial institution or multibank

community development corporation.

(2) "Multibank community development corporation"

means a corporation organized to provide community development

funds to businesses that employ low and moderate income persons by

investing in and making loans to disadvantaged businesses located

in distressed areas of the state.

(3) "Program” means the community investment program

established under this subchapter.

Sec. 481.222. COMMUNITY INVESTMENT PROGRAM. (a)

Notwithstanding any other law, the department shall establish a

community investment program in which the department makes grants

or interest-free loans to or purchases stock of community

development investors that use the money to make loans to or invest

in businesses that are located in distressed areas of the state and

76R10113 E 1
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that cannot qualify for conventional bank loans.

(B) The department shall determine the eligibility of a

community development investor to participate in the program and

may set a 1limit on the number of eligible community development

investors that may participate in the program.

(c) A community development investor is eligible to

participate in the program if the community development investor

has raised at least $400,000 in private investments to make 1loans
\

or investments described by Subsection (a).

(d) To participate in the program, an eligible community

development investor must enter into a participation agreement with

the department that sets out the terms and conditions under which

the department will make a grant or loan to or purchase stock of

the community development investor.

Sec. 481.223. RULEMAKING AUTHORITY, The governing board

shall adopt rules relating to the implementation of the program and

any other rules necessary to accomplish the purposes of this

subchapter.

Sec. 481.224. APPLICATION. (a) An_eligible community

development investor may file a grant or loan application with the

department in a form approved by the department. The application

must include a plan of investment that includes the type and number

of businesses to which the community development investor plans to

make a loan or in which the community development investor plans to

invest using money from the program.

(b) The executive director shall act on a completed

application not later than the 30th day after the date on which the

76R10113 E 5
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application is filed with the department.

Sec. 481.225. USE OF MONEY. (a) Not later than the last

day of the 18th month after the month in which a community

development investor receives a grant or loan from the department,

the community development investor shall use the money, or commit

the money to be used, to make loans to or equity investments in

businesses that are located in distressed areas of the state and

that cannot qualify for conventional loans. Not later than the

10th day after the expiration of this 18-month period, the

community development investor shall return to the department any

amount of the grant or 1loan from the department not used as

required by this subsection.

(b) A community development investor that has losses of more

than 25 percent on loans or investments made with money received

under the program shall:

(1) return all unencumbered money received under the

program to the department:; and

(2) deliver to the executive director all of the

documentation and related instruments concerning 1loans and

investments made with money received under the program.

Sec. 481.226. ELIGIBLE INVESTMENTS. (a) Each community

development investor participating in the program shall establish

an investment committee to approve loan or investment requests made

by businesses. Each investment committee must have at 1least five

members, at least 30 percent of whom must be bankers and at least

30 percent of whom must be representatives of the community.

(b) A community development investor may use money received

76R10113 E 3
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under the program to make a loan or investment only if the loan or

investment is approved by the investment committee.

(c) A loan made by a community development investor may be a

subordinated debt.

(d) A community development investor shall use at least 60

percent of the amounts received under the program for loans to or

investments in businesses that have existed for at least one year

before the date on which the loan or investment is made.

Sec. 481.227. COLLABORATIVE EFFORT. A community development

investor may make a loan or investment under the program with one

or more financial institutions through partnerships or joint

investments.

Sec. 481.228. LIMITATIONS RELATING TO LOANS. (a) The

maximum amount that a community development investor may loan to a

single business under the program is:

(1) $200,000 if all of the loan to the business is

direct; or

(2) $100,000 if any of the business's debt to the

community development investor is subordinated to a bank or other

entity.

(b) The maximum term of the loan is 15 years.

Sec. 481.229. LIMITATIONS RELATING TO EQUITY INVESTMENTS.

(a) The maximum equity investment that a community development

investor may make in a single business under the program is

50,000.

(b) The maximum term of the investment is seven years.

(c) The maximum amount of ownership that a community

76R10113 E 4
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development investor may acquire in a business is 50 percent of the

business's equity.

Sec. 481.230. OWNERSHIP OF INCOME. All income received on a

loan or investment made with money received under the program is

the property of the community development investor that makes the

loan or investment.

Sec. 481.231. SEMIANNUAL REPORT. (a) Not 1later than the

30th day after the expiration of each six-month period for which

there is a participation agreement in effect between the department

and a community development investor, the community development

investor shall submit a report to the executive director that

states in detail the status of each investment or loan made under

the program.

(b) The report must be in a form prescribed by the

department and must contain all information required by the

department as part of the community development investor's

participation agreement.

Sec. 481.232. ANNUAL AUDIT. The participation agreement

entered into between the community development investor and the

department must provide for an annual audit of all money received

by the community development investor under the program. The

governing board shall adopt rules relating to the format of the

audit, including rules allowing not more than $5,000 of the amount

received by the community development investor under the program to

be used to finance the audit.

SECTION 2, This Act does not make an appropriation. The

Texas Department of Economic Development must establish the

76R10113 E 5
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community investment program under Subchapter Q, Chapter 481,
Government Code, if money is specifically appropriated to fund that
program.

SECTION 3. This Act takes effect September 1, 1999.

SECTION 4. The importance of this 1legislation and the
crowded condition of the calendars in both houses create an
emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several

days in each house be suspended, and this rule is hereby suspended.

76R10113 E 6
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sECOND READING
By Greenberg H.B. No. 64

A BILL TO BE ENTITLED
AN ACT
relating to a Texas community investment program to assist certain
businesses in distressed areas of the state.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Chapter 481, Government Code, 1is amended by

adding Subchapter Q to read as follows:

SUBCHAPTER Q. TEXAS COMMUNITY INVESTMENT PROGRAM

Sec. 481.221. DEFINITIONS. In this subchapter:

(1) "Community development investor" means a federally

certified community development financial institution or multibank

community development corporation.

(2) "Multibank community development corporation"

means a corporation organized to provide community development

funds to businesses that employ low and moderate income persons by

investing in_and making loans to disadvantaged businesses 1located

in distressed areas of the state.

(3) "Program" means the community investment program

established under this subchapter.

Sec. 481.222. COMMUNITY INVESTMENT PROGRAM. (a)

Notwithstanding any other law, the department shall establish a

community investment program in which the department makes grants

or interest-free loans to or purchases stock of community

development investors that use the money to make loans to or invest

in businesses that are located in distressed areas of the state and

76R10113 E 1
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that cannot qualify for conventional bank loans.

(b) The department shall determine the eligibility of a

community development investor to participate in the program and

may set a 1limit on the number of eligible community development

investors that may participate in the program.

(c) A community development investor is eligible to

participate in the program if the community development investor

has raised at least $400,000 in private investments to make loans

or investments described by Subsection (a).

(d) To participate in the program, an eligible community

development investor must enter into a participation agreement with

the department that sets out the terms and conditions under which

the department will make a grant or loan to or purchase stock of

the community development investor.

Sec. 481.223. RULEMAKING AUTHORITY. The governing board

shall adopt rules relating to the implementation of the program and

any other rules necessary to accomplish the purposes of this

subchapter.

Sec. 481.224. APPLICATION. (a) An eligible community

development investor may file a grant or loan application with the

department in a form approved by the department. The application

must include a plan of investment that includes the type and number

of businesses to which the community development investor plans to

make a loan or in which the community development investor plans to

invest using money from the program.

(b) The executive director shall act on a completed

application not later than the 30th day after the date on which the
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application is filed with the department.

Sec. 481.225. USE OF MONEY. {a) Not later than the last

day of the 18th month after the month in which a community

development investor receives a grant or loan from the department,

the community development investor shall use the money, or commit

the money to be used, to make loans to or equity investments in

businesses that are located in distressed areas of the state and

that cannot qualify for conventional loans. Not later than the

10th day after the expiration of this 18-month period, the

community development investor shall return to the department any

amount of the grant or 1loan from the department not used as

required by this subsection.

(b) A community development investor that has losses of more

than 25 percent on loans or investments made with money received

under the program shall:

(1) return all unencumbered money received under the

program to the department; and

(2) deliver to the executive director all of the

documentation and related instruments concerning 1loans and

investments made with money received under the program.

Sec. 481.226. ELIGIBLE INVESTMENTS. (a) Each community

development investor participating in the program shall establish

an investment committee to approve loan or investment requests made

by businesses. Each investment committee must have at least five

members, at least 30 percent of whom must be bankers and at least

30 percent of whom must be representatives of the community.

(b) A community development investor may use money received
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under the program to make a loan or investment only if the loan or

investment is approved by the investment committee.

(c) A loan made by a community development investor may be a

subordinated debt.

(d) A community development investor shall use at least 60

percent of the amounts received under the program for loans to or

investments in businesses that have existed for at least one vyear

before the date on which the loan or investment is made.

Sec. 481.227. COLLABORATIVE EFFORT. A community development

investor may make a loan or investment under the program with one

or more financial institutions through partnerships or <joint

investments.

Sec. 481.228. LIMITATIONS RELATING TO LOANS. (a) The

maximum amount that a community development investor may loan to a

single business under the program is:

(1) $200,000 if all of the loan to the business is

direct; or

(2) $100,000 if any of the business's debt to the

community development investor is subordinated to a bank or other

entity.

(b) The maximum term of the loan is 15 years.

Sec. 481.229. LIMITATIONS RELATING TO EQUITY INVESTMENTS.

(2) The maximum equity investment that a community development

investor may make in a single business under the program is

$50,000.

(b) The maximum term of the investment is seven years.

(c) The maximum amount of ownership that a community
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development investor may acquire in a business is 50 percent of the

business's equity.

Sec. 481.230. OWNERSHIP OF INCOME. All income received on a

loan or investment made with money received under the program is

the property of the community development investor that makes the

loan or investment.

Sec. 481.231., SEMIANNUAL REPORT. (a) Not 1later than the

30th day after the expiration of each six-month period for whiéh

there is a participation agreement in effect between the department

and a community development investor, the community development

investor shall submit a report to the executive director that

states in detail the status of each investment or loan made under

the program.

(b) The report must be in a form prescribed by the

department and must contain all information required by the

department as part of the community development investor's

participation agreement.

Sec. 481.232. ANNUAL AUDIT. The participation agreement

entered into between the community development investor and the

department must provide for an annual audit of all money received

by the community development investor under the program. The

governing board shall adopt rules relating to the format of the

audit, including rules allowing not more than $5,000 of the amount

received by the community development investor under the program to

be used to finance the audit.

SECTION 2. This Act does not make an appropriation. The

Texas Department of Economic Development must establish the
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community investment program under Subchapter Q, Chapter 481,
Government Code, if money is specifically appropriated to fund that
program.

SECTION 3. This Act takes effect September 1, 1999.

SECTION 4. The importance of this legislation and the
crowded condition of the calendars in both houses create an
emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several

days in each house be suspended, and this rule is hereby suspended.
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By Greenberg H.B. No. 64

A BILL TO BE ENTITLED
AN ACT
relating to a Texas community investment program to assist certain
businesses in distressed areas of the state.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Chapter 481, Government Code, 1is amended by
adding Subchapter Q to read as follows:

SUBCHAPTER Q. TEXAS COMMUNITY INVESTMENT PROGRAM

Sec. 481.221. DEFINITIONS. In this subchapter:

(1) "Community development investor" means a federally

certified community development financial institution or multibank

community development corporation.

(2) "Multibank community development corporation"

means a corporation organized to provide community development

funds to businesses that employ low and moderate income persons by

investing in and making loans to disadvantaged businesses located

in distressed areas of the state.

(3) "Program" means the community investment program

established under this subchapter.

Sec. 481.222. COMMUNITY INVESTMENT PROGRAM. (a)

Notwithstanding any other law, the department shall establish a

community investment program in which the department makes grants

or interest-free loans to or purchases stock of community

development investors that use the money to make loans to or invest

in businesses that are located in distressed areas of the state and

76R10113 E 1
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that cannot qualify for conventional bank loans.

(b) The department shall determine the eligibility of a

community development investor to participate in the program and

may set a 1limit on the number of eligible community development

investors that may participate in the program.

(c) A community development investor is eligible to

participate in the program if the community development investor

has raised at least $400,000 in private investments to make loans

or investments described by Subsection (a).

(d) To participate in the program, an eligible community

development investor must enter into a participation agreement with

the department that sets out the terms and conditions under which

the department will make a grant or loan to or purchase stock of

the community development investor.

Sec. 481.223. RULEMAKING AUTHORITY, The governing board

shall adopt rules relating to the implementation of the program and

any other rules necessary to accomplish the purposes of this

subchapter.

Sec. 481.224, APPLICATION. (a) An eligible community

development investor may file a grant or loan application with the

department in a form approved by the department. The application

must include a plan of investment that includes the type and number

of businesses to which the community development investor plans to

make a loan or in which the community development investor plans to

invest using money from the program.

(b) The executive director shall act on a completed

application not later than the 30th day after the date on which the
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application is filed with the department.

Sec. 481.225, USE OF MONEY. (a) Not later than the last

day of the 18th month after the month in which a community

development investor receives a grant or loan from the department,

the community development investor shall use the money, or commit

the money to be used, to make loans to or equity investments in

businesses that are located in distressed areas of the state and

that cannot qualify for conventional loans. Not later than the

10th day after the expiration of this 18-month period, the

community development investor shall return to the department any

amount of the grant or loan from the department not used as

required by this subsection.

(b) A community development investor that has losses of more

than 25 percent on loans or investments made with money received

under the program shall:

(1) return all unencumbered money received under the

program to the department; and

(2) deliver to the executive director all of the

documentation  and related instruments concerning 1loans and

investments made with money received under the program.

Sec., 481.226. ELIGIBLE INVESTMENTS. (a) Bach community

development investor participating in the program shall establish

an investment committee to approve loan or investment requests made

by businesses. Each investment committee must have at least five

members, at least 30 percent of whom must be bankers and at least

30 percent of whom must be representatives of the community.

(b) A community development investor may use money received
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under the program to make a loan or investment only if the loan or

investment is approved by the investment committee.

(c) A loan made by a community development investor may be a

subordinated debt.

(d) A community development investor shall use at least 60

percent of the amounts received under the program for loans to or

investments in businesses that have existed for at least one vear

before the date on which the loan or investment is made.

Sec. 481.227. COLLABORATIVE EFFORT. A community development

investor may make a loan or investment under the program with one

or more financial institutions through partnerships or joint

investments.

Sec. 481.228. LIMITATIONS RELATING TO LOANS. (a) The

maximum amount that a community development investor may loan to a

single business under the program is:

(1) $200,000 if all of the loan to the business is

direct; or

(2) $100,000 if any of the business's debt to the

community development investor is subordinated to a bank or other

entity.

(b) The maximum term of the loan is 15 vyears.

Sec. 481.229. LIMITATIONS RELATING TO EQUITY INVESTMENTS.

(a) The maximum equity investment that a community development

investor may make in a single business under the program is

$50,000.

(b) The maximum term of the investment is seven years.

(c) The maximum amount of ownership that a community
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development investor may acquire in a business is 50 percent of the

business's equity.

Sec. 481.230. OWNERSHIP OF INCOME. All income received on a

loan or investment made with money received under the program is

the property of the community development investor that makes the

loan or investment.

Sec. 481,231, SEMIANNUAL REPORT. (a) Not later than the

30th day after the expiration of each six-month period for which

there is a participation agreement in effect between the department

and a community development investor, the community development

investor shall submit a report to the executive director that

states in detail the status of each investment or loan made under

the program.

(b) The report must be in a form prescribed by the

department and must contain all information required by the

department as part of the community development investor's

participation agreement.

Sec. 481.232. ANNUAL AUDIT. The participation agreement

entered into between the community development investor and the

department must provide for an annual audit of all money received

by the community development investor under the program. The

governing board shall adopt rules relating to the format of the

audit, including rules allowing not more than $5,000 of the amount

received by the community development investor under the program to

be used to finance the audit.

SECTION 2. This Act does not make an appropriation. The

Texas Department of Economic Development must establish the



[ory

W 0 N o v & W N

H.B. No. 64
community investment program under Subchapter Q, Chapter 481,
Government Code, if money is specifically appropriated to fund that
program.

SECTION 3. This Act takes effect September 1, 1999.

SECTION 4. The importance of this 1legislation and the
crowded condition of the calendars in both houses create an
emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several

days in each house be suspended, and this rule is hereby suspended.



LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 76th Regular Session
March 23, 1999
TO: Honorable Jim Solis, Chair, House Committee on Economic Development
FROM: John Keel, Director, Legislative Budget Board
IN RE: HB64 by Greenberg (relating to a Texas community investment program to assist

certain businesses in distressed areas of the state), Committee Report 1st House,
Substituted

Estimated Two-year Net Impact to General Revenue Related Funds for HB64, Committee
Report 1st House, Substituted: negative impact of $(5,000,000) through the biennium ending
August 31, 2001.

The bill would make no appropriation but could provide the legal basis for an appropriation of
funds to implement the provisions of the bill.

All Funds, Five-Year Impact:

Fiscal Year Probable Savings/(Cost) from
General Revenue Fund
0001
2000 $ (2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

Fiscal Analysis

The bill amends Chapter 481 of the Government Code by adding Subchapter Q which
would require the Department of Economic Development to establish a community
investment program in which the department makes grants or interest-free loans to or
purchases stock of community development investors. These community development
investors would make loans to or invest in businesses located in distressed areas of the
state that could not otherwise qualify for conventional bank loans. The bill establishes
guidelines for the program and rule-making authority for the department. The bill also
requires community development investors to submit a report to the director which details
the status of each investment or loan made under the program. In addition, the bill
provides for an annual audit of all amounts awarded to the community development
investors.

The bill would take effect September 1, 1999.
Methodology

This analysis assumes that administrative costs relating to the development,
implementation, and monitoring of this program would be absorbed by the department.
In order to implement the program on a statewide basis, the department estimates that
$2.5 million per year in general revenue would be required to make loans to and
investments in community development investors in distressed areas of the state.




Local Government Impact

No significant fiscal implication to units of local government is anticipated. As
businesses in distressed areas become established and multiply, local governments may
experience increased property and sales tax revenue related to the corresponding growth.

Source Agencies: 480 Department of Economic Development
LBB Staff: JK, TH, RT, MW




LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 76th Regular Session
March 1, 1999
TO: Honorable Jim Solis, Chair, House Committee on Economic Development
FROM: John Keel, Director, Legislative Budget Board

IN RE: HB64 by Greenberg (Relating to a Texas community investment program to assist
certain businesses in distressed areas of the state), As Introduced

Estimated Two-year Net Impact to General Revenue Related Funds for HB64, As
Introduced: negative impact of $(5,000,000) through the biennium ending August 31, 2001.

The bill would make no appropriation but could provide the legal basis for an appropriation of
funds to implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Fiscal Year Probable Net Positive/(Negative)
Impact to General Revenue Related
Funds
2000 $(2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

All Funds, Five-Year Impact:

Fiscal Year Probable Savings/(Cost) from
General Revenue Fund
0001
2000 $ (2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000

Fiscal Analysis

The bill amends Chapter 2306 of the Government Code by adding Subchapter EE which
would require the Department of Housing and Community Affairs to establish a
community investment program in which the department makes grants or interest-free
loans to or purchases stock of community development investors. These community
development investors would make loans to or invest in businesses located in distressed
areas of the state that could not otherwise qualify for conventional bank loans. The bill
establishes guidelines for the program and rule-making authority for the department. The
bill also requires community development investors to submit a report to the director
which details the status of each investment or loan made under the program. In addition,
the bill provides for an annual audit of all amounts awarded to the community
development investors.

The bill would take effect September 1, 1999.

Methodology



This analysis assumes that administrative costs relating to the development,
implementation, and monitoring of this program would be absorbed by the department.
In order to implement the program on a statewide basis, the department estimates that
$2.5 million per year in general revenue would be required to make loans to and
investments in community development investors in distressed areas of the state.

Local Government Impact

No significant fiscal implication to units of local government is anticipated. As
businesses in distressed areas become established and multiply, local governments may
experience increased property and sales tax revenue related to the corresponding growth.

Source Agencies: 480 Department of Economic Development, 332 Department of Housing
and Community Affairs
LBB Staff: JK, TH, RT, MW




By: Greenberg (Senate Sponsor - Lucio) H.B. No. 64

(In the Senate - Received from the House April 23, 1999;
April 26, 1999, read first time and referred to Special Committee
on Border Affairs; May 7, 1999, reported favorably, as amended, by
the following vote: Yeas 7, Nays 0; May 7, 1999, sent to printer.)

COMMITTEE AMENDMENT NO. 1 By: Lucio

Amend S.B. No. 64, adding an appropriately numbered SECTION
to read as follows:

"SECTION . This Act takes effect only if a specific
appropriation for the implementation of this Act is provided in
H.B. No. 1 (General Appropriations Act), Acts of the 76th
Legislature, Regular Session, 1999. If no specific appropriation
is provided in H.B. No. 1, the General Appropriations Act, this Act
has no effect.”

A BILL TO BE ENTITLED
AN ACT

relating to a Texas community investment program to assist certain
businesses in distressed areas of the state.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Chapter 481, Government Code, is amended by
adding Subchapter Q to read as follows:

SUBCHAPTER Q. TEXAS COMMUNITY INVESTMENT PROGRAM

Sec. 481.221. DEFINITIONS. In this subchapter:

(1) "Community development investor" means a federally
certified community development financial institution or multibank
community development corporation.

(2) "Multibank community development corporation”
means a corporation organized to provide community development
funds to businesses that employ low and moderate income persons by
investing in and making loans to disadvantaged businesses located
in distressed areas of the state.

(3) "Program" means the community investment program
established under this subchapter.

Sec. 481.222. COMMUNITY INVESTMENT PROGRAM. (a)
Notwithstanding any other law, the department shall establish a
community investment program in which the department makes grants
or interest-free 1loans to or purchases stock of community
development investors that use the money to make loans to or invest
in businesses that are located in distressed areas of the state and
that cannot qualify for conventional bank loans.

(b) The department shall determine the eligibility of a
community development investor to participate in the program and
may set a 1limit on the number of eligible community development
investors that may participate in the program.

(c) A community development investor is eligible to
participate in the program if the community development investor
has raised at least $400,000 in private investments to make loans
or investments described by Subsection (a).

(d) To participate in the program, an eligible community
development investor must enter into a participation agreement with
the department that sets out the terms and conditions under which
the department will make a grant or loan to or purchase stock of
the community development investor.

Sec. 481.223. RULEMAKING AUTHORITY. The governing board
shall adopt rules relating to the implementation of the program and
any other rules necessary to accomplish the purposes of this
subchapter.

Sec. 481.224. APPLICATION. (a) An eligible community
development investor may file a grant or loan application with the
department in a form approved by the department. The application
must include a plan of investment that includes the type and number
of businesses to which the community development investor plans to
make a loan or in which the community development investor plans to
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invest using money from the program.

(b) The executive director shall act on a completed
application not later than the 30th day after the date on which the
application is filed with the department.

Sec. 481.225., USE OF MONEY. (a) Not later than the last
day of the 18th month after the month in which a community
development investor receives a grant or loan from the department,
the community development investor shall use the money, or commit
the money to be used, to make loans to or equity investments in
businesses that are located in distressed areas of the state and
that cannot qualify for conventional loans. Not later than the
10th day after the expiration of this 18-month period, the
community development investor shall return to the department any
amount of the grant or loan from the department not used as
required by this subsection.

(b) A community development investor that has losses of more
than 25 percent on loans or investments made with money received
under the program shall:

(1) return all unencumbered money received under the
program to the department; and

(2) deliver to the executive director all of the
documentation and related instruments concerning loans and
investments made with money received under the program.

Sec. 481.226. ELIGIBLE INVESTMENTS. (a) Each community
development investor participating in the program shall establish
an investment committee to approve loan or investment requests made
by businesses. Each investment committee must have at least five
members, at least 30 percent of whom must be bankers and at least
30 percent of whom must be representatives of the community.

(b) A community development investor may use money received
under the program to make a loan or investment only if the loan or
investment is approved by the investment committee.

(c) A loan made by a community development investor may be a
subordinated debt.

(d) A community development investor shall use at least 60
percent of the amounts received under the program for loans to or
investments in businesses that have existed for at least one year
before the date on which the loan or investment is made.

Sec. 481.227. COLLABORATIVE EFFORT. A community development
investor may make a loan or investment under the program with one
or more financial institutions through partnerships or joint
investments.

Sec. 481.228. LIMITATIONS RELATING TO LOANS, (a) The
maximum amount that a community development investor may loan to a
single business under the program is:

(1) $200,000 if all of the loan to the business is

direct; or

(2) $100,000 if any of the business's debt to the
community development investor is subordinated to a bank or other
entity.

(b) The maximum term of the loan is 15 years.

Sec. 481.229, LIMITATIONS RELATING TO EQUITY INVESTMENTS.
(a) The maximum equity investment that a community development
investor may make in a single business under the program is
$50,000.

(b) The maximum term of the investment is seven years.

(c) The maximum amount of ownership that a community
development investor may acquire in a business is 50 percent of the
business's equity.

Sec. 481.230. OWNERSHIP OF INCOME. All income received on a
loan or investment made with money received under the program is
the property of the community development investor that makes the
loan or investment.

Sec. 481.231. SEMIANNUAL REPORT. (a) Not later than the
30th day after the expiration of each six-month period for which
there is a participation agreement in effect between the department
and a community development investor, the community development
investor shall submit a report to the executive director that
states in detail the status of each investment or loan made under
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the program.

(b)) The report must be in a form prescribed by the

department and must contain all information required by the

department as part of the community development investor's

participation agreement.
Sec. 481.232. ANNUAL AUDIT. The participation agreement

entered into between the community development investor and the

department must provide for an annual audit of all money received

by the community development investor under the program. The

governing board shall adopt rules relating to the format of the

audit, including rules allowing not more than $5,000 of the amount

received by the community development investor under the program to

be used to finance the audit.

SECTION 2. This Act does not make an appropriation. The
Texas Department of Economic Development must establish the
community investment program under Subchapter Q, Chapter 481,
Government Code, if money is specifically appropriated to fund that
program.

SECTION 3. This Act takes effect September 1, 1999.

SECTION 4. The importance of this 1legislation and the
crowded condition of the calendars in both houses create an
emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several
days in each house be suspended, and this rule is hereby suspended.

* % k % %
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BILL ANALYSIS

Senate Research Center H.B. 64
By: Greenberg (Lucio)

Border Affairs - Special

5/6/1999

Committee Report (Amended)

DIGEST

Currently, as an investment to spur economic growth in economically depressed areas, certain
corporations and institutions make loans to small minority-owned businesses. Since there is a greater
measure of risk involved, it can be difficult to obtain funds for such investment programs. H.B. 64 creates
the Texas community investment program to provide matching grants for investment programs that assist
businesses in distressed areas of the state, to be administered by the Texas Department of Economic
Development.

PURPOSE

As proposed, H.B. 64 creates the Texas community investment program to assist certain businesses in
distressed areas of the state.

RULEMAKING AUTHORITY

Rulemaking authority is granted to the governing board of the community investment program in
SECTION 1 (Sections 481.223 and 481.232, Government Code) of this bill.

SECTION BY SECTION ANALYSIS
SECTION 1. Amends Chapter 481, Government Code, by adding Subchapter Q, as follows:
SUBCHAPTER Q. TEXAS COMMUNITY INVESTMENT PROGRAM

Sec. 481.221. DEFINITIONS. Defines “community development investor,” “multibank
community development corporation,” and “program.”

Sec. 481.222. COMMUNITY INVESTMENT PROGRAM. Requires the Texas Department
of Economic Development (department) to establish a community investment program (program)
which eventually invests money in businesses in distressed areas of Texas and that cannot qualify
for conventional bank loans. Requires the department to determine the eligibility of a community
development investor (CDI), and authorizes the department to set a limit on the number of
participants. Provides that $400,000 raised to make loans or investments qualifies a CDI to
participate in the program. Requires a participation agreement from a CDL

Sec. 481.223. RULEMAKING AUTHORITY. Requires the governing board to adopt rules
regarding the implementation of the program and to accomplish the purposes of this subchapter.

Sec. 481.224. APPLICATION. Authorizes an eligible CDI to file an application on a
department-approved form. Sets forth requirements of the application. Requires the executive
director to act on an application within 30 days of its filing.

Sec. 481.225. USE OF MONEY. Requires the CDI to take certain actions with the money it
receives from the department within 18 months of its receipt. Requires the CDI to return unused
funds after the 10th day after the 18-month period. Sets forth required procedures for a CDI that
has losses of over 25 percent on investments made with program money.

Sec. 481.226. ELIGIBLE INVESTMENTS. Requires participating CDIs to create an
investment committee to make decisions regarding requests made by businesses. Sets forth
investment committee membership requirements. Authorizes a CDI to use program money only
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for matters approved by the investment committee. Authorizes a subordinated debt to be made
by a CDIL Requires a CDI to use at least 60 percent of program money for loans or investments
in businesses that have existed for at least one year before the date the money is used.

Sec. 481.227. COLLABORATIVE EFFORT. Authorizes a CDI to make a loan or investment
with financial institutions through partnerships or joint investments.

Sec. 481.228. LIMITATIONS RELATING TO LOANS. Sets forth maximum loan amounts,
and provides that the maximum loan term is 15 years.

Sec. 481.229. LIMITATIONS RELATING TO EQUITY INVESTMENTS. Limits the
maximum equity investment for a single business to $50,000, and the maximum term of
investment to be seven years. Limits the maximum ownership that a CDI can acquire in a business
to be 50 percent of the business’s equity.

Sec. 481.230. OWNERSHIP OF INCOME. Provides that all income from a loan or investment
made with program money is property of the CDI.

Sec. 481.231. SEMIANNUAL REPORT. Requires the CDI to submit a detailed report to the
executive director within a certain deadline. Sets forth report requirements.

Sec. 481.232. ANNUAL AUDIT. Requires the participation agreement to provide for an annual

audit of all program money received by the CDI. Requires the governing board to adopt rules

regarding the format of the audit, including a limit on the amount spent to finance the audit.
SECTION 2. Specifies that this Act does not make an appropriation. Requires the department to
establish the program under Chapter 481Q, Government Code, if money is specifically appropriated to
fund that program.

SECTION 3. Provides that this Act takes effect only if a certain appropriation is provided by the 76th
Legislature. Provides that this Act has no effect if no specific appropriation is provided.

SECTION 4. Effective date: September 1, 1999.

SECTION 5. Emergency clause.

SUMMARY OF COMMITTEE CHANGES
SECTION 3.

Adds standard language regarding the effectiveness of an Act being dependent on a specific
appropriation.

SECTIONS 4 and 5.

Redesignated from SECTIONS 3 and 4.
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 76th Regular Session
May 6, 1999
TO: Honorable Eddie Lucio, Chair, Senate Committee on Border Affairs
FROM: John Keel, Director, Legislative Budget Board
IN RE: HB 64 by Greenberg (relating to a Texas community investment program to assist

certain businesses in distressed areas of the state), Committee Report 2nd House, as
amended

Estimated Two-year Net Impact to General Revenue Related Funds for HB64, Committee
Report 2nd House, as amended: negative impact of $(5,000,000) through the biennium ending
August 31, 2001.

The bill would make no appropriation but could provide the legal basis for an appropriation of
funds to implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Fiscal Year Probable Net Positive/(Negative)
Impact to General Revenue Related
Funds
2000 $(2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

All Funds, Five-Year Impact:

Fiscal Year Probable Savings/(Cost) from
General Revenue Fund
0001
2000 $ (2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

Fiscal Analysis



The bill amends Chapter 481 of the Government Code by adding Subchapter Q which
would require the Department of Economic Development to establish a community
investment program in which the department makes grants or interest-free loans to or
purchases stock of community development investors. These community development
investors would make loans to or invest in businesses located in distressed areas of the
state that could not otherwise qualify for conventional bank loans. The bill establishes
guidelines for the program and rule-making authority for the department. The bill also
requires community development investors to submit a report to the director which details
the status of each investment or loan made under the program. In addition, the bill
provides for an annual audit of all amounts awarded to the community development
investors.

The bill would take effect September 1, 1999.
Methodology

This analysis assumes that administrative costs relating to the development,
implementation, and monitoring of this program would be absorbed by the department.
In order to implement the program on a statewide basis, the department estimates that
$2.5 million per year in general revenue would be required to make loans to and
investments in community development investors in distressed areas of the state.

The bill takes effect only if a specific appropriation for the implementation of the bill is
provided in House Bill 1 (General Appropriations Act), Acts of the 76th Legislature,
Regular Session, 1999. If no specific appropriation is provided in House Bill 1, the
General Appropriations Act, the bill has no effect.

Local Government Impact

No significant fiscal implication to units of local government is anticipated. As
businesses in distressed areas become established and multiply, local governments may
experience increased property and sales tax revenue related to the corresponding growth.

Source Agencies: 480 Department of Economic Development
LBB Staff: JK, DE, TH, RT, MW




LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 76th Regular Session
May 4, 1999
TO: Honorable Eddie Lucio, Chair, Senate Committee on Border Affairs
FROM: John Keel, Director, Legislative Budget Board

IN RE: HB 64 by Greenberg (Relating to a Texas community investment program to assist
certain businesses in distressed areas of the state.), As Engrossed

Estimated Two-year Net Impact to General Revenue Related Funds for HB64, As
{Engrossed: negative impact of $(5,000,000) through the biennium ending August 31, 2001.

The bill would make no appropriation but could provide the legal basis for an appropriation of
funds to implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Fiscal Year Probable Net Positive/(Negative)
Impact to General Revenue Related
Funds
2000 $(2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000

All Funds, Five-Year Impact:

Fiscal Year Probable Savings/(Cost) from
General Revenue Fund
0001
2000 $ (2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

Fiscal Analysis

The bill amends Chapter 481 of the Government Code by adding Subchapter Q which



would require the Department of Economic Development to establish a community
investment program in which the department makes grants or interest-free loans to or
purchases stock of community development investors. These community development
investors would make loans to or invest in businesses located in distressed areas of the
state that could not otherwise qualify for conventional bank loans. The bill establishes
guidelines for the program and rule-making authority for the department. The bill also
requires community development investors to submit a report to the director which details
the status of each investment or loan made under the program. In addition, the bill
provides for an annual audit of all amounts awarded to the community development
investors.

The bill would take effect September 1, 1999.
Methodology

This analysis assumes that administrative costs relating to the development,
implementation, and monitoring of this program would be absorbed by the department.
In order to implement the program on a statewide basis, the department estimates that
$2.5 million per year in general revenue would be required to make loans to and
investments in community development investors in distressed areas of the state.

Local Government Impact
No significant fiscal implication to units of local government is anticipated. As

businesses in distressed areas become established and multiply, local governments may
experience increased property and sales tax revenue related to the corresponding growth.

Source Agencies: 480 Department of Economic Development
LBB Staff: JK, DE, TH, RT, MW



LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 76th Regular Session
March 23, 1999
TO: Honorable Jim Solis, Chair, House Committee on Economic Development
FROM: John Keel, Director, Legislative Budget Board
IN RE: HB64 by Greenberg (relating to a Texas community investment program to assist

certain businesses in distressed areas of the state), Committee Report 1st House,
Substituted

' Estimated Two-year Net Impact to General Revenue Related Funds for HB64, Committee
Report 1st House, Substituted: negative impact of $(5,000,000) through the biennium ending
 August 31, 2001.

The bill would make no appropriation but could provide the legal basis for an appropriation of
funds to implement the provisions of the bill.

All Funds, Five-Year Impact:

Fiscal Year Probable Savings/(Cost) from
General Revenue Fund
0001
2000 $ (2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

Fiscal Analysis

The bill amends Chapter 481 of the Government Code by adding Subchapter Q which
would require the Department of Economic Development to establish a community
investment program in which the department makes grants or interest-free loans to or
purchases stock of community development investors. These community development
investors would make loans to or invest in businesses located in distressed areas of the
state that could not otherwise qualify for conventional bank loans. The bill establishes
guidelines for the program and rule-making authority for the department. The bill also
requires community development investors to submit a report to the director which details
the status of each investment or loan made under the program. In addition, the bill
provides for an annual audit of all amounts awarded to the community development
mnvestors.

The bill would take effect September 1, 1999.
Methodology

This analysis assumes that administrative costs relating to the development,
implementation, and monitoring of this program would be absorbed by the department.
In order to implement the program on a statewide basis, the department estimates that
$2.5 million per year in general revenue would be required to make loans to and
investments in community development investors in distressed areas of the state.




Local Government Impact

No significant fiscal implication to units of local government is anticipated. As
businesses in distressed areas become established and multiply, local governments may
experience increased property and sales tax revenue related to the corresponding growth.

Source Agencies: 430 Department of Economic Development
LBB Staff: JK, TH, RT, MW



LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 76th Regular Session
March 1, 1999
TO: Honorable Jim Solis, Chair, House Committee on Economic Development
FROM: John Keel, Director, Legislative Budget Board

IN RE: HB64 by Greenberg (Relating to a Texas community investment program to assist
certain businesses in distressed areas of the state), As Introduced

Estimated Two-year Net Impact to General Revenue Related Funds for HB64, As
Introduced: negative impact of $(5,000,000) through the biennium ending August 31, 2001.

 The bill would make no appropriation but could provide the legal basis for an appropriation of
funds to implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Fiscal Year Probable Net Positive/(Negative)
Impact to General Revenue Related
Funds
2000 $(2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

All Funds, Five-Year Impact:

Fiscal Year Probable Savings/(Cost) from
General Revenue Fund
0001
2000 $ (2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

Fiscal Analysis

The bill amends Chapter 2306 of the Government Code by adding Subchapter EE which
would require the Department of Housing and Community Affairs to establish a
community investment program in which the department makes grants or interest-free
loans to or purchases stock of community development investors. These community
development investors would make loans to or invest in businesses located in distressed
areas of the state that could not otherwise qualify for conventional bank loans. The bill
establishes guidelines for the program and rule-making authority for the department. The
bill also requires community development investors to submit a report to the director
which details the status of each investment or loan made under the program. In addition,
the bill provides for an annual audit of all amounts awarded to the community
development investors.

The bill would take effect September 1, 1999.

Methodology



This analysis assumes that administrative costs relating to the development,
implementation, and monitoring of this program would be absorbed by the department.
In order to implement the program on a statewide basis, the department estimates that
$2.5 million per year in general revenue would be required to make loans to and
investments in community development investors in distressed areas of the state.

Local Government Impact

No significant fiscal implication to units of local government is anticipated. As
businesses in distressed areas become established and multiply, local governments may
experience increased property and sales tax revenue related to the corresponding growth.

Source Agencies: 480 Department of Economic Development, 332 Department of Housing
and Community Affairs
LBB Staff: JK, TH, RT, MW
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By Greenberg H.B. No. 64

A BILL TO BE ENTITLED
AN ACT
relating to a Texas community investment program to assist certain
businesses in distressed areas of the state.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Chapter 481, Government Code, is amended by
adding Subchapter Q to read as follows:

SUBCHAPTER Q. TEXAS COMMUNITY INVESTMENT PROGRAM

Sec. 481.221. DEFINITIONS. 1In this subchapter:

(1) “Community development investor" means a federally

certified community development financial institution or multibank

community development corporation.

(2) "Multibank community development corporation"”

means a corporation organized to provide community development

funds to businesses that employ low and moderate income persons by

investing in and making loans to disadvantaged businesses located

in distressed areas of the state.

(3) "Program" means the community investment program

established under this subchapter.

Sec. 481.222. COMMUNITY INVESTMENT PROGRAM. (a)

Notwithstanding any other law, the department shall establish a

community investment program in which the department makes grants

or interest-free 1loans to or purchases stock of community

development investors that use the money to make loans to or invest

in businesses that are located in distressed areas of the state and

76R10113 E 1
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that cannot qualify for conventional bank loans.

(b) The department shall determine the eligibility of a

community development investor to participate in the program and

may set a 1limit on the number of eligible community development

investors that may participate in the program.

(c) A community development investor is eligible to

participate in the program if the community development investor

has raised at least $400,000 in private investments to make loans

or investments described by Subsection (a).

(d) To participate in the program, an eligible community

development investor must enter into a participation agreement with

the department that sets out the terms and conditions under which

the department will make a grant or loan to or purchase stock of

the community development investor.

Sec. 481.223. RULEMAKING AUTHORITY. The governing board

shall adopt rules relating to the implementation of the program and

any other rules necessary to accomplish the purposes of this

subchapter.

Sec. 481.224. APPLICATION. (a) An_eligible community

development investor may file a grant or loan application with the

department in a form approved by the department. The application

must include a plan of investment that includes the type and number

of businesses to which the community development investor plans to

make a loan or in which the community development investor plans to

invest using money from the program.

(b) The executive director shall act on a completed

application not later than the 30th day after the date on which the
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application is filed with the department.

Sec. 481.225. USE OF MONEY. (a) Not later than the last

day of the 18th month after the month in which a community

development investor receives a grant or loan from the department,

the community development investor shall use the money, or commit

the money to be used, to make loans to or equity investments in

businesses that are located in distressed areas of the state and

that cannot qualify for conventional loans. Not later than the

10th day after the expiration of this 18-month period, the

community development investor shall return to the department any

amount of the qrant or 1loan from the department not used as

required by this subsection.

(b) A community development investor that has losses of more

than 25 percent on loans or investments made with money received

under the program shall:

(1) return all unencumbered money received under the

program to the department; and

(2) deliver to the executive director all of the

documentation and related instruments concerning loans and

investments made with money received under the program.

Sec. 481.226. ELIGIBLE INVESTMENTS. (a) Each community

development investor participating in the program shall establish

an investment committee to approve loan or investment requests made

by businesses. Each investment committee must have at least five

members, at least 30 percent of whom must be bankers and at least

30 percent of whom must be representatives of the community.

(b) A community development investor may use money received
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under the program to make a loan or investment only if the loan or

investment is approved by the investment committee.

(c) A loan made by a community development investor may be a

subordinated debt.

(d) A community development investor shall use at least 60

percent of the amounts received under the program for loans to or

investments in businesses that have existed for at least one vyear

before the date on which the loan or investment is made.

Sec. 481.227. COLLABORATIVE EFFORT. A community development

investor may make a loan or investment under the program with one

or more financial institutions through partnerships or joint

investments.

Sec. 481.228. LIMITATIONS RELATING TO LOANS. (a) The

maximum amount that a community development investor may loan to a

single business under the program is:

(1) $200,000 if all of the loan to the business is

direct; or

(2) 8$100,000 if any of the business's debt to the

community development investor is subordinated to a bank or other

entity.

(b) The maximum term of the loan is 15 years.

Sec. 481.229, LIMITATIONS RELATING TO EQUITY INVESTMENTS.

(a) The maximum equity investment that a community development

investor may make in a single business under the program is

$50,000.

(b) The maximum term of the investment is seven years.

(c) The maximum amount of ownership that a community
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development investor may acquire in a business is 50 percent of the

business's equity.

Sec. 481.230. OWNERSHIP OF INCOME. All income received on a

loan or investment made with money received under the program is

the property of the community development investor that makes the

loan or investment.

Sec. 481.231. SEMIANNUAL REPORT. (a) Not later than the

30th day after the expiration of each six-month period for which

there is a participation agreement in effect between the department

and a community development investor, the community development

investor shall submit a report to the executive director that

states in detail the status of each investment or loan made under

the program.

(b) The report must be in a form prescribed by the

department and must contain all information required by the

department as part of the community development investor's

participation agreement.

Sec. 481.232. ANNUAL AUDIT. The participation agreement

entered into between the community development investor and the

dgpartment must provide for an annual audit of all money received

by the community development investor under the program. The

governing board shall adopt rules relating to the format of the

audit, including rules allowing not more than §$5,000 of the amount

received by the community development investor under the program to

be used to finance the audit.

SECTION 2. This Act does not make an appropriation. The

Texas Department of Economic Development must establish the
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community investment program under Subchapter Q, Chapter 481,
Government Code, if money is specifically appropriated to fund that
program.

SECTION 3. This Act takes effect September 1, 1999,

SECTION 4. The importance of this 1legislation and the
crowded condition of the calendars in both houses create an
emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several

days in each house be suspended, and this rule is hereby suspended.



ADOPTED

MAY 12 1999

SecretarylI of the Seine

Commi Hee / A

AMENDMENT NO. BY:

(/\/

1 Amend .B. No. éL/ , adding an appropriately numbered

2 SECTION to read as follows:
"SECTION __ . This Act takes effect only if a specific

4 appropriation for the implementation of this Act is provided in
_5 H.B. No. 1 (General Appropriations Act), Acts of the 76th
6 Legislature,' Regular Session, 1999. If no specific appropriation
7 is provided in H.B. No. 1, the General Appropriations Act, this Act
8 has no effect."
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 76th Regular Session
May 6, 1999
TO: Honorable Eddie Lucio, Chair, Senate Committee on Border Affairs
FROM: John Keel, Director, Legislative Budget Board

IN RE: HB 64 by Greenberg (relating to a Texas community investment program to assist
certain businesses in distressed areas of the state), Committee Report 2nd House, as

amended

Estimated Two-year Net Impact to General Revenue Related Funds for HB64, Committee
Report 2nd House, as amended: negative impact of $(5,000,000) through the biennjum ending
August 31, 2001.

The bill would make no appropriation but could provide the legal basis for an appropriation of
funds to implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Fiscal Year Probable Net Positive/(Negative)
Impact to General Revenue Related
Funds
2000 $(2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

All Funds, Five-Year Impact:

Fiscal Year Probable Savings/(Cost) from
General Revenue Fund
0001
2000 $(2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

Fiscal Analysis




The bill amends Chapter 481 of the Government Code by adding Subchapter Q which
would require the Department of Economic Development to establish a community
investment program in which the department makes grants or interest-free loans to or
purchases stock of community development investors. These community development
investors would make loans to or invest in businesses located in distressed areas of the
state that could not otherwise qualify for conventional bank loans. The bill establishes
guidelines for the program and rule-making authority for the department. The bill also
requires community development investors to submit a report to the director which details
the status of each investment or loan made under the program. In addition, the bill
provides for an annual audit of all amounts awarded to the community development
investors.

The bill would take effect September 1, 1999.
Methodology

This analysis assumes that administrative costs relating to the development,
implementation, and monitoring of this program would be absorbed by the department.
In order to implement the program on a statewide basis, the department estimates that
$2.5 million per year in general revenue would be required to make loans to and
investments in community development investors in distressed areas of the state.

The bill takes effect only if a specific appropriation for the implementation of the bill is
provided in House Bill 1 (General Appropriations Act), Acts of the 76th Legislature,
Regular Session, 1999. If no specific appropriation is provided in House Bill 1, the
General Appropriations Act, the bill has no effect.

Local Government Impact

No significant fiscal implication to units of local government is anticipated. As
businesses in distressed areas become established and multiply, local governments may
experience increased property and sales tax revenue related to the corresponding growth.

Source Agencies: 480 Department of Economic Development
LBB Staff: JK, DE, TH, RT, MW




LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 76th Regular Session
May 4, 1999
TO: Honorable Eddie Lucio, Chair, Senate Committee on Border Affairs
FROM: John Keel, Director, Legislative Budget Board

IN RE: HB 64 by Greenberg (Relating to a Texas community investment program to assist
certain businesses in distressed areas of the state.), As Engrossed

Estimated Two-year Net Impact to General Revenue Related Funds for HB64, As
Engrossed: negative impact of $(5,000,000) through the biennium ending August 31, 2001.

The bill would make no appropriation but could provide the legal basis for an appropriation of
funds to implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Fiscal Year Probable Net Positive/(Negative)
Impact to General Revenue Related
Funds
2000 $(2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000
All Funds, Five-Year Impact:
Fiscal Year Probable Savings/(Cost) from
General Revenue Fund
0001
2000 $ (2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

Fiscal Analysis

The bill amends Chapter 481 of the Government Code by adding Subchapter Q which




would require the Department of Economic Development to establish a community
investment program in which the department makes grants or interest-free loans to or
purchases stock of community development investors. These community development
investors would make loans to or invest in businesses located in distressed areas of the
state that could not otherwise qualify for conventional bank loans. The bill establishes
guidelines for the program and rule-making authority for the department. The bill also
requires community development investors to submit a report to the director which details
the status of each investment or loan made under the program. In addition, the bill
provides for an annual audit of all amounts awarded to the community development

investors.

The bill would take effect September 1, 1999.

Methodology

This analysis assumes that administrative costs relating to the development,
implementation, and monitoring of this program would be absorbed by the department.
In order to implement the program on a statewide basis, the department estimates that
$2.5 million per year in general revenue would be required to make loans to and
investments in community development investors in distressed areas of the state.

Local Government Impact
No significant fiscal implication to units of local government is anticipated. As

businesses in distressed areas become established and multiply, local governments may
experience increased property and sales tax revenue related to the corresponding growth.

Source Agencies: 480 Department of Economic Development
LBB Staff: JK, DE, TH, RT, MW




LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 76th Regular Session
March 23, 1999
TO: Honorable Jim Solis, Chair, House Committee on Economic Development
FROM: John Keel, Director, Legislative Budget Board
IN RE: HB64 by Greenberg (relating to a Texas community investment program to assist

certain businesses in distressed areas of the state), Committee Report 1st House,
Substituted

Estimated Two-year Net Impact to General Revenue Related Funds for HB64, Committee
Report 1st House, Substituted: negative impact of $(5,000,000) through the biennium ending
August 31, 2001.

The bill would make no appropriation but could provide the legal basis for an appropriation of
funds to implement the provisions of the bill.

All Funds, Five-Year Impact:

Fiscal Year Probable Savings/(Cost) from
General Revenue Fund
0001
2000 $ (2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

Fiscal Analysis

The bill amends Chapter 481 of the Government Code by adding Subchapter Q which
would require the Department of Economic Development to establish a community
investment program in which the department makes grants or interest-free loans to or
purchases stock of community development investors. These community development
investors would make loans to or invest in businesses located in distressed areas of the
state that could not otherwise qualify for conventional bank loans. The bill establishes
guidelines for the program and rule-making authority for the department. The bill also
requires community development investors to submit a report to the director which details
the status of each investment or loan made under the program. In addition, the bill
provides for an annual audit of all amounts awarded to the community development
investors.

The bill would take effect September 1, 1999.
Methodology

This analysis assumes that administrative costs relating to the development,
implementation, and monitoring of this program would be absorbed by the department.
In order to implement the program on a statewide basis, the department estimates that
$2.5 million per year in general revenue would be required to make loans to and
investments in community development investors in distressed areas of the state.

S




Local Government Impact

No significant fiscal implication to units of local government is anticipated. As
businesses in distressed areas become established and multiply, local governments may
experience increased property and sales tax revenue related to the corresponding growth.

Source Agencies: 480 Department of Economic Development
LBB Staff: JK, TH, RT, MW




LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 76th Regular Session
March 1, 1999
TO: Honorable Jim Solis, Chair, House Committee on Economic Development
FROM: John Keel, Director, Legislative Budget Board

IN RE: HB64 by Greenberg (Relating to a Texas community investment program to assist
certain businesses in distressed areas of the state), As Introduced

Estimated Two-year Net Impact to General Revenue Related Funds for HB64, As
Introduced: negative impact of $(5,000,000) through the biennium ending August 31, 2001.

The bill would make no appropriation but could provide the legal basis for an appropriation of
funds to implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Fiscal Year Probable Net Positive/(Negative)
[mpact to General Revenue Related
Funds
2000 $(2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)
All Funds, Five-Year Impact:
Fiscal Year Probable Savings/(Cost) from
General Revenue Fund
0001
2000 $ (2,500,000)
2001 (2,500,000)
2002 (2,500,000)
2003 (2,500,000)
2004 (2,500,000)

Fiscal Analysis

The bill amends Chapter 2306 of the Government Code by adding Subchapter EE which
would require the Department of Housing and Community Affairs to establish a
community investment program in which the department makes grants or interest-free
loans to or purchases stock of community development investors. These community
development investors would make loans to or invest in businesses located in distressed
areas of the state that could not otherwise qualify for conventional bank loans. The bill
establishes guidelines for the program and rule-making authority for the department. The
bill also requires community development investors to submit a report to the director
which details the status of each investment or loan made under the program. In addition,
the bill provides for an annual audit of all amounts awarded to the community
development investors.

The bill would take effect September 1, 1999.

Methodology



This analysis assumes that administrative costs relating to the development,
implementation, and monitoring of this program would be absorbed by the department.
In order to implement the program on a statewide basis, the department estimates that
$2.5 million per year in general revenue would be required to make loans to and
investments in community development investors in distressed areas of the state.

Local Government Impact

No significant fiscal implication to units of local government is anticipated. As
businesses in distressed areas become established and multiply, local governments may
experience increased property and sales tax revenue related to the corresponding growth.

Source Agencies: 480 Department of Economic Development, 332 Department of Housing
and Community Affairs
LBB Staff: JK, TH, RT, MW
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H.B. No. 64

AN ACT
relating to a Texas community investment program to assist certain
businesses in distressed areas of the state.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Chapter 481, Government Code, is amended by
adding Subchapter Q to read as follows:

SUBCHAPTER Q. TEXAS COMMUNITY INVESTMENT PROGRAM

Sec. 481.221. DEFINITIONS. In this subchapter:

(1) "Community development investor" means a federally

certified community development financial institution or multibank

community development corporation.

{(2) "Multibank community development corporation"

means a corporation organized to provide community development

funds to businesses that employ low and moderate income persons by

investing in and making loans to disadvantaged businesses located

in distressed areas of the state.

(3) "Program" means the community investment program

established under this subchapter.

Sec. 481.222. COMMUNITY INVESTMENT PROGRAM. (a)

Notwithstanding any other law, the department shall establish a

community investment program in which the department makes grants

or interest~free 1loans to or purchases stock of community

development investors that use the money to make loans to or invest

in businesses that are located in distressed areas of the state and
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that cannot qualify for conventional bank loans.

(b) The department shall determine the eligibility of a

community development investor to participate in the program and

may set a limit on the number of eligible community development

investors that may participate in the program.

(c) A community development investor is eligible to

participate in the program if the community development investor

has raised at least $400,000 in private investments to make loans

or _investments described by Subsection (a).

(d) To participate in the program, an eligible community

development investor must enter into a participation agreement with

the department that sets out the terms and conditions under which

the department will make a grant or loan to or purchase stock of

the community development investor.

Sec. 481.223. RULEMAKING AUTHORITY. The governing board

shall adopt rules relating to the implementation of the program and

any other rules necessary to accomplish the purposes of this

subchapter,

Sec. 481.224. APPLICATION. (a) An eligible community

development investor may file a grant or loan application with the

department in a form approved by the department. The application

must include a plan of investment that includes the type and number

of businesses to which the community development investor plans to

make a loan or in which the community development investor plans to

invest using money from the program.

(b) The executive director shall act on a completed

application not later than the 30th day after the date on which the
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application is filed with the department.

Sec. 481.225. USE OF MONEY. (a) Not later than the last

day of the 18th month after the month in which a community

development investor receives a grant or loan from the department,

the community development investor shall use the money, or commit

the money to be used, to make loans to or equity investments in

businesses that are located in distressed areas of the state and

that cannot qualify for conventional loans. Not later than the

10th day after the expiration of this 18-month period, the

community development investor shall return to the department any

amount of the grant or 1loan from the department not used as

required by this subsection.

(b) A community development investor that has losses of more

than 25 percent on loans or investments made with money received

under the program shall:

(1) return all unencumbered money received under the

program to the department; and

(2) deliver to the executive director all of the

documentation and related instruments concerning loans and

investments made with money received under the program.

Sec. 481.226. ELIGIBLE INVESTMENTS. (a) Each community

development investor participating in the program shall establish

an_investment committee to approve loan or investment requests made

by businesses. Each investment committee must have at least five

members, at least 30 percent of whom must be bankers and at least

30 percent of whom must be representatives of the community.

(b) A community development investor may use money received
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under the program to make a loan or investment only if the loan or

investment is approved by the investment committee.

(c) A locan made by a community development investor may be a

subordinated debt.

(d) A community development investor shall use at 1least 60

percent of the amounts received under the program for loans to or

investments in businesses that have existed for at least one vyear

before the date on which the loan or investment is made.

Sec. 481.227. COLLABORATIVE EFFORT. A community development

investor may make a loan or investment under the program with one

or more financial institutions through partnerships or joint

investments.

Sec. 481.228. LIMITATIONS RELATING TO LOANS. (a) The

maximum amount that a community development investor may loan to a

single business under the program is:

(1) $200,000 if all of the loan to the business is

direct; or

(2) $100,000 if any of the business's debt to the

community development investor is subordinated to a bank or other

entity.

{b) The maximum term of the loan is 15 years.

Sec. 481.229. LIMITATIONS RELATING TO EQUITY INVESTMENTS.

(a) The maximum equity investment that a community development

investor may make in a single business under the program is

$50,000.

(b) The maximum term of the investment is seven vears.

(c) The maximum amount of ownership that a community
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development investor may acquire in a business is 50 percent of the

business's equity.

Sec. 481.230. OWNERSHIP OF INCOME. All income received on a

loan or investment made with money received under the program is

the property of the community development investor that makes the

loan or investment.

Sec. 481.231. SEMIANNUAL REPORT. (a) Not 1later than the

30th day after the expiration of each six-month period for which

there is a participation agreement in effect between the department

and a community development investor, the community development

investor shall submit a report to the executive director that

states in detail the status of each investment or loan made under

the program.

(b) The report must be in a form prescribed by the

department and must contain all information required by the

department as part of the community development investor's

participation agreement.

Sec. 481.232. ANNUAL AUDIT. The participation agreement

-entered into between the community development investor and the

department must provide for an annual audit of all money received

by the community development investor under the program. The

governing board shall adopt rules relating to the format of the

audit, including rules allowing not more than $5,000 of the amount

received by the community development investor under the program to

be used to finance the audit.

SECTION 2. This Act does not make an appropriation. The

Texas Department of Economic Development must establish the
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community investment program under Subchapter Q, Chapter 481,
Government Code, if money is specifically appropriated to fund that
program.

SECTION 3. This Act takes effect only if a specific
appropriation for the implementation of this Act is provided in
H.B. No. 1 (General Appropriations Act), Acts of the 76th
Legislature, Regular Session, 1999. If no specific appropriation
is provided in H.B. No. 1, the General Appropriations Act, this Act
has no effect.

SECTION 4. This Act takes effect September 1, 1999.

SECTION 5. The importance of this 1legislation and the
crowded condition of the calendars in both houses create an
emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several

days in each house be suspended, and this rule is hereby suspended.
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President of the Senate Speaker of the House

I certify that H.B. No. 64 was passed by the House on April
22, 1999, by a non-record vote; and that the House concurred in

Senate amendments to H.B. No. 64 on May 17, 1999, by a non-record

vote.

Chief Clerk of the House

I certify that H.B. No. 64 was passed by the Senate, with

amendments, on May 12, 1999, by a viva-voce vote.

Secretary of the Senate

APPROVED:

Date

Governor
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Governor
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OFFICIAL. MEMORANDUM
STATE OF TEXAS
OFFICE OF THE GOVERNOR

Pursuant to Article IV, Section 14, of the Texas Constitution, I, George W. Bush,
Governor of Texas, do hereby disapprove and veto House Bill No. 64 because of the
following objection:

House Bill No. 64 is similar to a bill vetoed last session. The
bill proposes using taxpayer dollars to fund private
community investment programs that make loans to
businesses that cannot qualify for conventional bank loans.
This program was not funded by the Legislature.

IN TESTIMONY WHEREOF, I have hereunto signed my name officially and caused the
Seal of the State to be affixed hereto at Austin, this 31st day of May, 1999.

FILED IN THE OFFICE OF THE
*RETARY OF STATE

-w{m«, 0'CLOCK

S# Lo

Secretary of State
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